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Performance Summary  
  

• Over the first quarter of 2019, Class F of Signature Diversified Yield II Bond Fund (the “Fund”) 
returned 9.2% while its blended benchmark (40% ICE BofAML US High Yield Index, 20% MSCI 
ACWI Global High Dividend Yield Index, 20% MSCI ACWI Infrastructure Index and 20% MSCI 
World Real Estate Index) was up 7.6% over the same period. 

 

• The Fund outperformed its benchmark during the quarter due to security selection. 
 

• Close to 63% of Fund assets was denominated in U.S. dollars during the quarter, and the 
Fund’s average U.S.-dollar hedge ratio on those assets was approximately 50%. 

 
Contributors to Performance 
 

• Cheniere Energy, Inc. benefited from ongoing growth in its contracted natural gas 
liquefaction business and an expectation of capital returns through dividends and/or share 
buybacks being announced in 2019. 

 

• The Williams Companies, Inc. had solid fourth-quarter 2018 results, and the company 
confirmed a dividend increase for 2019, increasing investor interest in its stable cash flows 
and solid competitive position in northeastern U.S. 

 
Detractors from Performance 
 

• The Fund’s overweight position in bonds of MEG Energy Inc., a steam-assisted gravity 
drainage oilsands producer, detracted from performance as the company’s stock was 
repriced lower when Husky Energy Inc. withdrew its takeover bid for the company in January. 

 

• Vail Resorts, Inc. was another detractor from performance as it disappointed the market with 
lower cash-flow guidance when it was trading at a premium valuation. We continue to like 
Vail Resort’s business model, and we have been writing options on the company’s stock to 
generate extra income. We maintained Vail Resorts as a Fund holding. 

 



 

• SkillSoft Corp.’s second lien loan detracted from performance during the quarter. SkillSoft, an 
established cloud-based learning and human resource platform provider, is struggling with 
management turnover and increased leverage. However, new management is in place and 
we expect it to communicate soon its plan for reducing leverage. 

 
Portfolio Activity 
 

• During the quarter, we added to a position in Inter Pipeline Ltd. 6.875% hybrid bonds due 
2079, which are rated BBB- by Standard & Poor’s. We found this new issue attractive as it 
closes the cash burn on the construction of the company’s new petrochemical plant in 
Alberta. 

 

• We also added to the Fund new bonds from Scientific Games Corp. (8.25% bonds due 2026 
and rated Caa1/B-) as our existing position in the company’s 10% bonds due 2022 was called 
at a premium. 

 

• On the equities side, we re-established a position in renewable power producer Northland 
Power Inc. and started a position in Spanish financial services provider Banco Santander, S.A. 
Also on the equities side, we exited from the Fund’s position in Swedbank AB. 

 

• We also swapped our position in Kinder Morgan Canada Ltd. into Kinder Morgan, Inc. to 
mitigate regulatory issues. 

 

• Portfolio dispositions were largely limited to bonds being called or partial calls for refinancing. 
Included in this were two longstanding Fund holdings, Livingston International (term loans) 
and Getty Images (bond and loan), which we’ve owned for nine years and six years, 
respectively. 

 

• On the equities side, we exited from the Fund’s position in Swedbank AB. 
 
Outlook 
 

• After the elevated volatility and tighter financial conditions of the fourth quarter of 2018, 
central banks around the globe, led by the U.S. Federal Reserve (the “Fed”), are now in 
retreat. Policy reassessment is underway with a pivot away from containing cyclical inflation 
to countering secular deflation. The Government of Canada bond and U.S. Treasury curves 
are now inverted, and the market is now pricing in an interest rate cut from the Fed. The 
European Central Bank and Bank of Japan probably do not begin their tightening cycles at all. 



 

Importantly, funding channels remain open and real economic data is proving resilient, and 
even rebounding in China. 

 

• The high-yield market is much improved from the previous quarter with new issuance and 
inflows to the asset class particularly strong in this quarter. Our base case suggests further 
spread tightening is possible, but it would come from Treasury yields backing up rather than 
high-yield bond prices appreciating. Hence, the expectation of “clipping our coupon” will yield 
a very respectable high-single to low-double-digit return for the year, which is our base 
assumption. Equity valuations, especially in high carry sectors such as real estate and 
infrastructure, can also provide a lift given the macroeconomic environment. This is 
consistent with our view that a Fed holding on interest rate hikes and a decelerating, but still 
positive economic growth very much supports the carry trade. 

 
 

Class F returns (in %) as at  
March 31, 2019  

Year-to-
date 1 year 3 year 5 year 

Since 
inception 

(2/14/2011) 

Signature Diversified Yield II Fund 9.2 9.5 6.1 4.6 6.4 

 
 
IMPORTANT DISCLAIMERS 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 

investments. Please read the prospectus before investing. The indicated rates of return are the historical annual 

compounded total returns net of fees and expenses payable by the fund (except for figures of one year or less, which 

are simple total returns) including changes in security value and reinvestment of all dividends/distributions and do 

not take into account sales, redemption, distribution or optional charges or income taxes payable by any 

securityholder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently 

and past performance may not be repeated. 

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that 

are predictive in nature, depend upon or refer to future events or conditions, or that include words such as “may,” 

“will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar 

expressions. Statements that look forward in time or include anything other than historical information are subject 

to risks and uncertainties, and actual results, actions or events could differ materially from those set forth in the FLS. 

FLS are not guarantees of future performance and are by their nature based on numerous assumptions. Although the 

FLS contained herein are based upon what CI Investments Inc. and the portfolio manager believe to be reasonable 

assumptions, neither CI Investments Inc. nor the portfolio manager can assure that actual results will be consistent 

with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless 



 

required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation 

to update or revise FLS, whether as a result of new information, future events or otherwise. 

This commentary is published by CI Investments Inc. The contents of this piece are intended for informational 

purposes only and not to be used or construed as an endorsement or recommendation of any entity or security 

discussed. The information should not be construed as investment, tax, legal or accounting advice, and should not be 

relied upon in that regard. Individuals should seek the advice of professionals, as appropriate, regarding any 

particular investment. Investors should consult their professional advisors prior to implementing any changes to their 

investment strategies. These investments may not be suitable to the circumstances of an investor. Some conditions 

apply. 

Certain statements contained in this communication are based in whole or in part on information provided by third 

parties and CI Investments Inc. has taken reasonable steps to ensure their accuracy. Market conditions may change 

which may impact the information contained in this document. 

The comparison presented is intended to illustrate the mutual fund’s historical performance as compared with the 

historical performance of widely quoted market indices or a weighted blend of widely quoted market indices or 

another investment fund. There are various important differences that may exist between the mutual fund and the 

stated indices or investment fund, that may affect the performance of each. The objectives and strategies of the 

mutual fund result in holdings that do not necessarily reflect the constituents of and their weights within the 

comparable indices or investment fund. Indices are unmanaged and their returns do not include any sales charges or 

fees. It is not possible to invest directly in market indices. 

CI Investments and the CI Investments design are registered trademarks of CI Investments Inc. Signature Global Asset 

Management and Signature Funds are trademarks of CI Investments Inc. Signature Global Asset Management is a 

division of CI Investments Inc. 

Published April 2019. 


